Integrated Program Review
Closeout Report, September 2020
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Letter from the Administrator

Going into this IPR, we recognized the uncertainty presited by the COVIEL9 pandemic. And in the
midst of the public process, we alsfaced a change in leadershifAs acting administrator, | carassure
you that despite the challenges of our day and the recent leadership transition, | and the entire
executive team remain committed to the goals ¢f 0 ! & O-2@23tStrgtegic Plan.At the same time,
we recognize the importance of being responsive tarimediate short-term needs.

As in past IPRspublic engagement played an important role in our continued focus omanaging
costs and keeping rates on a sustainable trajectorWe appreciate your feedback on our IPR proposal
and have responded to commentsni the closeout report where appropriate. In general, comments
supported our proposed spending levels and urged us to continue working toward our cost
management objective.

Aside from a few minor adjustments, the final spending levels | am adopting todaye consistent
with our initial proposal and support the 20182023 Strategic Plan objective of holding the sum of
program costs, by business line, at or below the rate of inflation through 2028.

For the FY 20222023 rate period, Bonneville will absorb appoximately $63 million annually in
inflation. We are keeping IPR costs flat for Power Services, and keeping the increase in costs for
Transmission Services at the rate of inflation to provide funding levels necessary for safety,
compliance, reliability andmarket transformation activities.

We made difficult trade-offs to achieve these spending levels, and this process highlighted the need
to continue sharpening our spending decisiormaking capability. Although we have made significant
progress by using arintegrated financial planning model, we will continue to build upon this solid
foundation. Through a strategic costmanagement initiative that is underway, we will enhance our
financial planning and analysis capability and approach our decisions at a mogeanular level. We
will also further integrate program plans into our decisionmaking, providing management a
framework to better align costs and priorities with agency goals and help drive strategic use of
limited budgetary resources.

While these progran levels serve as a baseline of costs for the 2R rate period, we also recognize
the need to remain flexible and adaptable to the changing economic conditioaad impactsrelated
to the Columbia River System Operations review, which recently concluded tithe record of
decision on Sept29. To that end, we argplanning to conduct asecond IPR in the early part of 2021
and will provide more details in the upcoming months

Thank you for your engagement and support, and | look forward to working withyo®T OOOOAE
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Sincerely, dLZ ; E /

John Hairston, Acting Administrator and CEO
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